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I* Introduction — 'float Is Our Problem? 

Tiro purpose of this paper 13 to set Forth tho nature and magnitude 

of tho taslcs vhich tho Office of Research and Reports, Central Jrrtel:J.- 
senco Agency, must perform to discharge its new mission as set forth in 
HSCID , This directive calls upon the Central Intelligence Agency 
to coordinate foreign ooonomlo intelligence relating to the national 
security throughout the United States Government and to produce such 
economic intelligence as iaay bo needed to supplement that vhich other 
agencies must produce in the discharge of their regular missions „ This 
paper is concerned primarily with o/RR's- producing rather than with its 
coordinating responsibilities. 

We have boon engaged in taking an inventory of 0/121*3 Ignorance 
concerning the oconocy of Soviet Russia, Tiro main purpose of this inven- 
tory has been to serve as a basis for planning a program of basic research 
to which o/RR should address itself in tiro Immediate future. Such a 
program must spring from a dear conception of why tho United States Govern- 
ment needs foreign economic intelligence, what foreign economic intelligence 
is, what role O/RR should play in the total economic intelligence effort, 
and how the peculiar diaracter of the Soviet economy and of our Information 
about it influences the methods we use. This introduction is devoted to 
some cornncnts on die sc forr topics, , 
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A. T.liy does the solution of our national occur itef problem depend 

upon ado qua to foreign economic intolllgoaco? 

Foreign economic intelligence servos at least five purposes in 
the design of policies to preserve o’.tr naticnnl security., These five 
purposes should bo leapt continuously in mind in planning our economic 


research program# They are* 

lo To ootlnata fee 


of possible military throats to 


ourselves and our allies# A potential enemy can undertake successfully 
only those military operations ■which its cconony is capable of sus- 
taining* Xn the very short run, its strength may be measured in terms 

of the manpower it can mobilise and the stocks of finished coupons 

of war and lailitary supplloc which it has an hand# Increasingly in 
modern times, however, .Hit ary potential for anything but the 
briefest campaigns lias come to depend upon 'fee total economic resources 
available to a nation including those neao3sary to support the civilian 
economy as well as those necessary to produce and operate fee instru- 
ments of war. 

Y/e need a clear picture of fee mgr.il tad a of the present and 
possible futuro military threat to guide us as to the over-all mgnitude 

of the defense effort in which wo oust engage in order to preserve our 

freedoms in the event of war, 

2# To estimate the character of the possible military threat. 
Decisions which the USSR or any other potential enemy make with regard 
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to how the y will allocato their resources limit what they can choose 

to do. If they oloot to Invest largely in military installations 
in tho Far East, their potential for attack in Europe is co rrc cp cndingly 
restricted. This is not a matter of fudging their intentions hut 
rather of seeing w!»at lim'.tationo aro placed on tho courses of action 
open to then in the future by decisions which they make today about 
the allocation of their total resources, 

A principal purpose of thus estimating the character of 
the mi li tary threats with vhich wo may possibly bo faced is to guide 
us in designing our arm defense effort so that it will protect us 
against real rather than imaginary dangers, 

3o To assist us in estimating, within the range of the possible, 
what the probable magnitude and character of the military threat is. 

The economic resources of the cnecy and their present distribution 
permit him to solect ary of a range of possible courses of action,, 
TTithin tills range certain economic events may furnish indications 
as to which alternatives the Soviets intend to pursue and when. 

Those indications of intentions msy be very important in 
assisting us to adjust cur defense preparations to meet the most 
probable dangers, 

It, To help policy maloers decide what we can do to reduce 
possible or probable threats by impairing an enemyts economic capa- 
bilities to carry them out. Thin includes measures -ve can take to 

weaken him in advance of hostilities and thus delay or prevent his 
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decision to engage in thom| and measures to wealcen or destroy the 

economic basis of his military power should ho choose to commit it 
in general war* 

$ 9 To assist in ostiiaUng the probable development of the 

relativo strengths of the Eo3t and the v/est over the next few years 
if global hostilies are avoided. A major purpose of these comparisons 
is to guide United states policy-makers in the grand strategy of cold 
uar* A prime objective of United States foreign policy is to avert 
a global atonic conflict. To pursue this policy effectively requires 
the closest possible estimate of the relative strengths of both sides,, 
There are equally grave dangers in a serious underestimate and a 
seHous overestimate of future Soviet economic strength. Either will 
produce policies moro likely to bring on rar than an accurate estimate. 
Tno estimates of Soviet strength underlying various of the propos als 
for United States policy nm being advanced in this country exhibit 
a vd.de range from great economic weaknesses to very considerable 
.economic strength. A prims goal of authoritative economic Intelli- 
gence is to narrow this gap. 

An awareness of those objectives of econaaic intelligence should be 
reflected in all the studies o/RR produces. 



Briefly^ economic intelligence is intelligence relating to the 
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scarce resources arc in fact allocated in the service of those various 

Coals, Recent work in O/RR hao revealed a number of coxifuslons as to the 
nature and limits of economic intelligence which call for clarification, 

X, In tho first place there is oouctiiioB a tendency to regard 
tho vfoolo of economic intelligence ao enconpassod in a mere inventory 
of available resources of labor, raw materials, and instmraents of 
production. Brio Is a nocossaiy part but only a part of the total 
economic problem* An inventory of resources by itself without an 
understanding of the cools they are designed to serve or the methods 
employed to allocate then in the service of those goals can tell us 
little about capabilities, vulnerabilities , or Intentions, The Allied 
powers have a total 3tecl capacity vMch is more than four times as 
great as that of tire Soviet orbit. But it is highly misleading to 
conclude freer this that no arc four times as strong as they. For us in 
the United States to achieve our minJxjun goals, even in a time of 
crisis lilco the present, to must allocate steel to many uses rrhiesh 
the Soviets regard os of low or negligible priority. 

Furthermore, a modem economy is character Aned by a highly 
cooplosc treb of intorconne otions between its various ports. The 
capacities of the. occnoqy nay bo limited less. by the availability of 
resources over-all than by a failure to keep all the complex inter- 
relations in balance. Thus tonic production, for instance, nay be 
limited not only by the availability of 'stool from which to manufacture 
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the tanks, but also by tho atoel available to cate the rails and 
cars nooossaiy to cany s tool from etool plants to tanlc plants; or 
mere rsaotaly by tho a to el requirod for tli© machinery neoosoary to 
nine tho cod to operate those railroads# Thus economic intelligence 
ms t be as ranch concerned with the gods resources are to serve, and 
tiro nays they aro related to each other^as with the physical inventory 
of the resources themselves# 

2# Another problem relates to where oconanio intelligence 
leaves off and political, military, and scientific intelligence begin. 

Since the social organism is a whole and those* rays of dividing it 

are soosniiat arbitrary analytic inventions, precise lines between tho 

segments arc impossible to draw. In very rough terms, scientific 
intelligence follows the progress abroad of new scientific ideas 
through the research and development phases# When these techniques 
and methods begin to be ecjplcycd broadly in prcdviction, they bee oca 
tho province of economic intolligcnco. unitary intelligonco is 
concerned -with the choracto r and capacities of the military establish- 
ments of foreign countries and with foreign targets? for our on military 
efforts, miere the character of the udlitaiy wtaWLiahnant depends 
upon rates ox production or whore tho target of our military effort is 
the econony of the potential enemy, the lines between military and 
economic becomo blurred# The output of final military equipment and 
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the physical targets on which our military mat concentrate arc 

clearly a prim concern of nllltaiy intelligence,, On the other hand., 

economic analysis Is required to portray the complex nexus of economic 

* 

support on which adtlitaxy production depends and to pursue the economic 

chain reactions which might result from tho destruction of particular 

producing facilities. 

The common ground of overlap between political and economic 

T 

intelligence is even greater. One of the best ways of studying the 
goals which a collectiviaod state -wishes its economy to serve is to 
examine the institutional machinery it establishes to guide ©ccnotaio 

preserves, Thro certain - of the institutions of government. although 

in a sense political phononema- may" have profound economic significance# 

Cn the other side of the coin* economic conditions are of eouree an 

important determinant of the attitudes, loyalties ^ act! composition 

of politically important groups. In these border-line areas, it is 
the purpose and object of investigation rather than the methods by 
which it is pursued which determine whether it is properly to bo 
termed economic or political intelligence# 

3* A final point of importance which the analyst must Iceep 
d ways at teo front of his mind, is that economic Intelligonco is 
not the same tiling as econo, .me information, Sven the most basic 
©canonic Intelligence should always be produced in relation to tho 
needs of socse intelligonco consumer, Tho Central Intelligence Agency la 
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charged with producing foreign economic intelligence relating to too 

national security, and the consumers of its product are those government 
officials charged "with guarding the national security# A vast amount 
of information — indeed, alncot all information — - about foreign, 
economies may be relevant to, national security problems, but it is 
not economic intelligence until its relevance to those problems is 
made clear# The Government is not the place to pursue loiowlcdge for 
its crcm sal©# Thin is the function of the great universities and 
research institutes, from -whose scholarly product the Intelligence 
eaamunity can dravr great benefit® Research . in Government should always 
be in support of action# In the excitement of the chase after informa- 
tion, T7D must Iceep constantly in view the relevance of information to 
policy prouLens, which alone can transform information into intelligence# 

C# What is o/RR»a role in the foreign economic Intelligence p icture? 

Many United States Government agencies are engaged in the produc- 
tion and collection of foreign economic intelligence. Wo cannot determine 
our program of research on the basis of the foregoing statement of tho 
purposes and nature of economic intelligence alone. We rai3t also consider 
hew our activities can be mad© to reinforce rather than to duplicate the 
great amount of work which others must cony on in the discharge of their 
ovni missions# Our recent survey of foreign economic intelligence throughout 
the United States Government suggests a number of conclusions as to wfaat 
the focus of our activiteo should be* 
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1. Firstly, our survey revealed that ona of the moot urgent 

needs of the Government Is for some contra! spot whore all the 

economic intelligence collected and produced throughout the Governawat 

can be brought together and focussed on national security issues . 

In recognition of tills need tho National Security Council has directed 

that the Central Intelligence Agency shall perform this coordinating 

function. Although it was not the purpose of Task Force X to consider 

hew this should bo done, our plans for intelligence production -within 

O/RR mat tate full account of these coordinating responsibilities -which 

go along -with our substantive effort* 

2* A second conclusion of our survey has been that the area 

most in need of substantial additional economic intelligence effort 

is the Soviet Orbit. This is partly because the Iron Curtain ha3 

made access to Soviet economic intelligence more difficult, partly 

because Soviet economic potential is perhaps til© most critical toy 

to our national security, end partly because for a variety of reasons 

the economic potential of other areas crucial for our national 
» 

security, such as Western Europe, has been much more extensively- 
studied. Hie mature economies of Western Europe have long been an 
object of study by both academic and governmental ocanotaists. Hie 
European Recovery Program has stimulated intensive analysis of the 
characteristics, needs, and prospects of the Marshall Plan countries* 
Thus tho economic research effort in man-hours directed at the USSR 
end its sc.tell.itcs has boon vastly less than that applied to Wootortt 
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Europe, although, because of the Iron -Curtain, the effort required 

to produce ccqporaiblo understanding la ,aany tines greater. For these 
reasons no have concluded that 0/iUt*s principal effort In intelligence 
production met be focussed for too trasediato future on toe economic 

protxUwJ of the Soviet EQLoo, 

3, Wo have bogun tola effort with a s urvey of our icnewlcdsa 
of the USSR ltoolf. This, of caurae. Is only a part of toe jrbblen, 
She economies of too European satellites. Those analysis is our 
second task, are likewise crucial to Soviet economic potential. Recent 
events hare highlighted the inpertahoe of China to our estimates of 
Soviet strength and intentions, A final source Of Soviet strength, 
which past bo another object of our efforts, is the resources it could 

i jC „■ ' . ‘ ... ■ ■ . . ' ';V ; ■ * '1 7“ ■ ' 7 

draw upon either now or as a oonooquenco of future developments, out* 

oidc the present boundaries of the nioc„ 

km A final weakness of the intelligence effort as revealed 
tQT our survey Is that the demands for answers which have beat placed 
on the Halted nunbors of analysts working on the Soviet ©conony 
have been so frequent and insistent that analysts have hadlittle or 
no tine to do the basic rocoarch necessary to supply those answers in 
a confident and authoritative fora. All too frequently, in preparing 
an estinate, those lias boen tino to do no acre than oopydoasx too 
figures in the last estimate, hastily adjusted to reflect the few 
additional scraps of evident* that nay have eons to the analysts 

MNMWUb 
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attention* From this v/o conclude that if our effort Is to be useful 

at all it oust be oa a sufficient scale and of sufficient depth to 
provide a mch firmer factual foundation for tie estimating process 

than intelligence has been able to produce in the pact* 


D* Peculiarities of Soviet Economic 


There are a number of special characteristics of the Soviet, 
econo m ic intelligence problem which shape in important ways the methods 
"which can be used to study it. These are not all characteristics which 
moths the problem more difficult than that of other areas* "We may consider 

first some of the things about the Soviet economy which sillily our problem 

and than look at some of the factors which make it difficult* 

1® The fact that tho Soviet economy is centrally planned to 

achieve the gpals of a small group of men acting collectively 

facilitates analysis enormously, ‘ In the free edonosy of tho United 

# * 

States tho tastes and desires of 150,000,000 different unju-edic table 
poople ell have an iniluonce oa iviiat in fact occurs, The behavior 
of the econcay is the resultant of 150,030,000 sots of plane, each 
with a different and semvshat unpredictable quantitative weight, 

Hi the TT30R there is only one set of plans. Thus it Is only by 
accident that anything can occur which, from the standpoint of the 
master plan, is irrelevant or unimportant, ThiG males the second 
ddb of ecanomie intelligence described above, namely the elucidation 
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of tho goals and objectives which those In control of resources 

wish then to aorvo, a great deal easier® Almost anything that 
happens can give us sons oluo® 

2 t , A related point , true to some extent of every economy 
but especially true of the Soviet one, is that everything depends 
on everything else. The inter-connoctednoss of the economy and its 
subservience to the master plan mean that there are many different 
ways in which you can find out an economic fact® Steel production 
can be estimated directly from evidence as to the location and 
capacity of steel mills or Indirectly from evidence of the manpower 
employed, of the iron ore or coal or alley mo tala or other inputs 
avail ab le, from the total output of all the products made with steel, 
or from the capacities of transportation facilities serving the steel 
industry,, The lack of direct evidence on many of the things to most 
want to knew, as revealed in the results cf the Task Force I papers, 
emph as iz es the very great importance of giving priority to the inter- 
relations of the parts of the eeoneny. Thus the third task of economic 
intelligence, to explain all the complex ways In which resources are 
in fact allocated to various uses, is peculiarly essential to building 
a consistent picture of the Soviet economy,, 

3«. A third fact that shapes our methods is that technology 
and the laws of nature arc no respecters of iron curtains „ The 
Soviets do many tilings differently from the way to do them but in 
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aany other things they have, no choice but to follow the only 

industrial tochi^qo© that o3dst3. Thus the eXectroOytlo process 
produoo© aodiua hydroodWe and chlorine Inevitably produces 



then In the nano ratio in tho USSR .as in the United States, T fe > 

can loam many of tho technical liia.tatl.oas on that they «**» utila 

to do from a study of itaited states Indus trial practices, 3*0 bo 

ouro this must be done with care since no know tlAt in soma 

appear to be incapable of applying our techniques even There 

they know about them* and in other cases they have devised superior 
tt , '• ' * . ; , ■ . - ■■ • , 

methods •which have nevor oocuryed tons, Warn' the lass* with approprl 

caution, useful first approximations can be readied by tho cosparattvo 


one implication of this for research plans i a that them 

it / - ■ _ , « .. ■ 

5 test be present in our work a mch heavier doso of technical and 

l f 'j ’ ' ’ : ■ * 

’ fa^sWeorSng thinldng than is customary in economic studies, 

;1|, A characteristic whichhas advantages and disadvantages 
|o that prices, narks to, and roomy flows, tho stock In trade of 

g waic analysis, have limited moaning in tho USSR. 

• uncertainties of the eepftalist business cycle, «nd 
dislocations are ef little slgai£lea&ee, On the other hat 

-V - ■ - ' ^ -- t ' * :T ■ ■ ■■ . v . *1' s vX 

rgo^r denied the benefits of money as a ccmon a»asure qf 
incooraensurable !#||i*itiee. Moat of our thinktoc test be 


lt tonn3 of but of tons end bushels and bales, of 
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or machines of inmuicrable different kinds, of car miles, kilowatts 

per hour, and the llke 0 

£, On the clearly negative aido of the ledger is the obvious 
fact that information currently ccrolng out of the Soviet Bloc la 

very United indeed. This does not mean, as ie s one tines concluded, 
tliat our knowledge Is inevitably correspondingly limited. Radical 
economic changes do not occur overnight even in the Soviet Union, 
and information on earlier periods ms a good deal mare abundant. 
Piecing this together with that we are getting now, exercising some 
ingenuity in making inferences from the known about the unknown 
(through the inter-relations of the economy) and directing the col- 
lection of crucial missing pieces of information through the channels 
available to us, it is possible to put together a surprisingly relia bl e 
picture. What the scarcity of current information moans is not that 
wo are condemned to ignorance about the Soviet economy but rather 
that to find out what wo need to Imcw talaes a great nary more hours 
of painstaking research, of imaginative interpretation, and of fitting 
and adjusting than would be necessary in the sUufy of an open economy. 
The documentation of this conclusion is to be found in tho est ima tes 
of research tine required which were compiled by the various divisions 
during the course of Task Force I. 

6. A final characteristic of the Soviet problem is that 
because of the costs and difficulties of collecting information, ranch 
more time and thought must bo devoted to determining what pieces of 
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additional information would bo most revealing if we could secure 
then. This point should not be over-enphasised. As Task Force I 
reveals, the Inf ox-nation required to give the answers we need about 
a good many subjects is believed to be largely available in Washington,, 
In those cases what is needed is principally much more intensive 
mining of a rather low grade ore, in other oases, however, field 
collection appears to be the only way of filling in certain critical 
Gaps* In studying an open econongr one would normally ask far much 
mare Information than one expected to use and then sort out the 
■useful parts Then it cano. When the cost of information in money 
and lives is hi^h, however, much more careful consideration must be 
given to which ploces of information arc the vital ones,, One of 0/PR 6 3 
principal responsibilities is to give this Idnd of guidance to the 
Information collecting agencies. 

The considerations sot forth in this introduction do not determine 
tho details of our research program or of our method of tackling it. They 
do provide a framework of ideas within which the research program may bo 

carried forward. Tho next task is to spell out method and content somewhat 
mare precisely. 

XI. General Msthode — How Shall We Go About It? 

clamorous customer versus the basic study * 

Tho central question of how we should allocate our time has 
already been referred to. The problems to whose solution we are asked to 

contribute are very urgent. Events will not wait for tho orderly, patient. 
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czhauctivo research which slono can give satisfactory answers to then© 
problems, If rm vtoro to devoto ourselves exclusively to amassing all 
tho facts we need, -we would have to tell harried policy-makers that we 
would bo gl ad to adviso them — beginning in about two years, v/e neither 
should nor cart stay in an ivory tower that long. Even if it wore possible 
to devote ourselves exclusive 3y to exhaustive and encyclopedic studies for 
tho next 2 U months, it is highly nicely that at tho end of that period 
many of the problems we would be asked to help with would have changed so 
that our results would no longer be particularly applicable* 

On the other hand, if we succumb oanpletely to the very real 
pressure upon us to answer all current requests for prompt infornktion on 
a crash basis, vre will never have any information bettor then tho slha 
ft-agnents we can now supply. Thus our dilemma ±3 whether to be encyclopedic 
and irrelevant or operational and incompetent. 

Clearly the only tolerable solution is a compromise between 
these two extremes. VTa mat try to answer the most important of the 
problems put to us from day to day as quickly and oa competently as possible. 
But wc must reserve a major part of ova* energies for Improving the foundation 
of knowledge from which better quick answers can bo given. 

The necessity for this compromise has two further implications. 

The first is that it is possible to purouo this two-fold objective only 
if wo have a certain minimum of research resources substantially larger 
than that which tho Government has allocated to these problems in the past. 
This miniraum yjc are on the way to assembling. 
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13)0 other implication of our oamprcoise Is that since we cannot 

hope to have enough resources fully to exploit all the available infonaa- 
tion about the USSR, ire must bo very sure that we use our scarce research 
resources to fill in those areas of our Ignorance which most seriously 
limit oui* ostiEnting ability, Vic must con contra to our scarce manpower 
on finding out those tilings the Uni tod states Government needs to know- 
moat. The identification of those priority areas is one of the most 
puzzling problems facing intelligence. 


IIow do we determine basic research 


■rr.rax 


tics? 


1* The moot seductive answer to this question is contained 

in what tts may call the n bottlonock fallacy* „ Since economic 
warfare, cold or hot, was first thought of, economists have sought 
for the bottleneck, the single critical item, the key facility 
without which the eneny*s military oconacy would collapse. The 
history of the search for such bottlenecks is a record of failu re, 
confirming the economist's faith that given a little time resources 
are highly substitutable for one another. Tills does not mean that 
oconaaic warfare is bound to bo ineffective, On the contrary, the 
very fact that resources arc interchangeable moans that to dory an 
enemy any resource is to weaken directly or indirect 3y his military 
potential. Tills is particularly true in an econcey which, like the 
Soviet, ba3 for years been directed toward a single sot of goals. Ary 
occnaaic activity recognized by the Kremlin as not essen tial to these 
goals would have been abandoned long since. Thus wherever wo land a 
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pnnch it to libely to hurt. But it is a delusion to expect that 
any single blow or sot of blows will cripplo Soviet strength. It 
is not tho capacity* of a particular facility or the ava ilabi l i ty 
of a particular cccraodity which ultimately limits thoir capabilitiea 

so much as their total roscurc C 3 and their ability to organise them 

effectively. 

This does not mean that everything is as important as 
every thing else, jhe selection of the more critical commodities 
and industries is one way of cutting tho problem down to sizo. 
Appendix suggests sane of the criteria which may be used to 

decide which items are most important. But then ono has done all 
the pruning ono can, tho number of critical sectors of the economy 
remains too great to taclcLo then all exhaustively at once. 

2. A second method of determining prloritioo for research is 
to see what basic research would be moot relevant to tho problems 
to which we arc being asked to give current answers now. Tho dangers 
in this problen-cpproach to priorities are obvious, it leads one 
always to concentrate one *3 research on yesterday's rather than on 
tomorrow's problems. Basic research, ly definition, takes tine. 

The problems which may be urgent when the basic research we start 
today is finished cannot be clearly foreseen and are almost certain 
to bo different from these which are plaguing us now. 

Furthermore, ony attempt to list even tho moot urgent of the 
problems facing us at the moment reveals hew many there are and ha? 
mch of tho total wrld economic picture is relevant to their solution. 
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A3 part of our study of foreign economic intelligence for the 

Hational Security Council, the Central Intelligence Agency attempted 
to outline the requirements for such intelligence in terns of current 
problems, A very incomplete sample yielded a list of h2 top priority 
problems, sene of thoa as broad as the total military potential of 
the USSR, ("Foreign Economic Intelligence Requirements Relating 
to the Rational Security* 1 , Appendix B to Memorandum for the Intelligence 
Advisory Commit too dated ) 

Again, to cannot wholly discard this criterion* V. r e must 
try to foresee tomorrow’s problems and guide our research accordingly, 
There are some aspects of the Soviet oc enemy to can take the risk of 
neglecting. But to oust do a broad enough Job to hedge ourselves 
somewhat against the errors in our cm forecasting* 

3, A third possibility is to take sane aspect of the study 
of each conaodity and concentrate on that aspect alone for all 
commodities across the board. Thus ono could talc© saao section 
of the Outline for a Basic Commodity Study used in the preparation 
of Task Force I and fill in that section for every item first, 
leaving other sections until later, Ono could devote the entire 
energies of o/ER to the study of requirements , for example, or bo 
techniques and methods of production, or to the organisation and 
plans for each industry, or to levels of output, or to some other 
aspect, 
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Thio is almost certain to be an unsatisfactory iulnciplo 
of selection ty itself since tlie answers to mo3t of the questions 
policy-makers are going to went to ask involvo putting together 
all of the parts of a basic study to act at the conclusion® Tlius 
an ostinate of capabilities requires an estimate of the balanco 
bo tween supplies and requirements to achieve whatever may be the 
goals and plans of the Soviet rulers. An estimate of vulnerabilities 
involves a Imotsledgo of tho availability of materials at present 
production rates and also an estimate of how goals and plans would 
bo affected if that availability we ro to be cut by our action to a 
point far below requirements. If tho design of a basic study is 
properly drawn. Information about all the ports of that study is 
required to arrive at conclusions and no single part can be left 
out entirely If satisfactory conclusions are to bo reached. 

Jj* Tho investigation of each of these methods of determining 
priorities cm our research time leads us back to the unacceptable 
conclusion with vfcich re started, namely that the encyclopedic and 
e xh a u stive analysis of most of the parts of the wholo economy is tho 
only Tray wo can arrive at sound and authoritative) answers to tho 
questions we are being ashed® But re have already determined that 
wo do not have tho tine or tho resources to carry through this 
number of systematic basic studies from beginning to end. How can 
re resolve tills pussling dilosma? 
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lao a never is suggested by 1 Doling at- ill© present six 1 . to of 

«ur knostLoOca# Tihut tie have Just proved Is that vs need to know 
Bcna thin g about aoet aspects of most sectors of the Soviet ecancny 
to ml® a wmsiKLo sotlnate of oapohllltloe, vulnerabilities, or 
intentions. But we have not proved that no suet laicw everything 
about every aspect# Tfaat we already know permits us to sot certain 
outer Halts to the area of the possible# We know the Soviet Union 
la at least capable of certain minima actions and i® can set certain 
fyHUnpt on rta.% they are at mo3t capable of. Our problem Is to bring 
the *ftt least" and the "at oost n closer and closer to gather « This 
ca ll s for a research program guided by what v*o nay call the method 
of suooeaslve approximations . 

0. jto Uothod of aneoegsive Apprccdbaatlsna 

1, T he first step in the Liothod of Successive ApproKinatdcms 
Is to lay out la general terms the specifications of •diat you would 
llbn to know* Wat is tho list of all the significant industries^ 
ccraoodities, and ccrvicco which should be studied and tint arc the 
principal problems about them we would like to solve? Ibis was 
the first assignment in Task Force I, and resulted in the cutlines 
produced by the various branches as a guide to tie inventory of our 
ignorance. 

2. The second step is to see how much of the outline you can 

fill in* nnd with what degree of precision* This will reveal that 

Approved For Release 2002/02/25 : CIA-RDP75-00662R000300010031-7 


Approved For^ease 2002/02/25 : CIA-RDP75-00662@ [) 0300010031-7 


- 22 - 

our information about eocie aspects of each of our problems is hotter 
tlian our information about other aspects* Tt nay not be very goodo 
The best information me have nay have a very vide margin of error* 
but other parts of our outline will bo still weaker® Task Forco X 
VB8 design ed to bring us through this second stage — to tell 
ua what ws know and what we don't knew about each of our major 
problems with respect to tbo USSR. It has revealed what it was 
intended to show, namely that our ignorance of certain important 
matters is w uob greater than our ignorance of others* 

3* The third otago of our l&thod of Successive Approximations 
is to concentrate our most earnest efforts for a brief period on the 
important parts of our problem which wc tecw least about* This does 
not moan that we soelc authoritative or final answers in those areas 
of ignorance* but merely that wo focus on them until our knowledge 
is brought up to a level equal to or somewhat better than our know- 
ledge of the other parts of the picture* 

ho "Rhea m have been working thus on weak spots for a period 
of two or three car four months we stand off and take another look 
at where we now arc la relation to the total outline* The weak 
spots may still be treater than anything olse^ or wo may have got 
far enough with them so that* although we still do not know much 
about them, they ore in better shape than what formerly was our best 
evidence* If our second over-all look reveals this to be the case* 
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■no tackle whatever other sectors of our problem are now tho 

weakest, not again with the notion that we are going to find out 
everything about them, but only that we are going to work on them 
until our ignorance of some other matter re quire a more pressing 
attention* In this business knowing a little about a great many 
things is likely to be more helpful than knowing everything there 
is to know about a very few and nothing about any others* -Each 
k substantial drive to cover an area of ignorance oust be intensive 
enough and substantial enough to permit us to male real progress 
' towards solutions and not merely to hold our own* On tho other 
hand, it must not be pursued with such perfectionist seal that we 
neglect other areas in which our ignorance racy be only slightly 
loss serious* 

5* In summary* tho Ifethod of Successive Appreciations 
involves a repeated cycle of review and examination* planning, 
and several months 1 production followed ty another review in the 
light both of progress and of changes in the character of tho 
problems to bo solved* Wo have Just completed* in Task Force I, 
a review period and are now engaged in the process of planning. 



branch by branch, where our energies should be focussed next* Summaries 
of these plans follow later in tills report* 

D* Problems In a pplying toe method 

Certain common problems and difficulties arise in attempting 
to apply the licthod of Successive Approximations which are worth a 


brief c cement* 
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paiiicwlarly bothersome on© is that the things wo Icnosr 
least about and thus the thin-s it is most important to study are 
•Mwiy to be the tilings to have least infonaation on, 3h general 
■we know more about ratos of production of Important commodities 
and products in the Soviet Union that we do about patterns of 
distribution of those products, Oils is partly because muth more 
evidence is available on rates of production. The temptation 
is to study That material to have and draw such generalizations 

I 

from it as it seems to contain, 

la terms of getting answers to our vital problems, however, 
we cannot permit the available evidence to dictate the nature of 

j 

our inquiry too conplotoly. Several -weeks spent searching for every 
possible way to button down an illusive fact by ingenious reasoning 
from other related facts, by working out limits on what its magnitude 
could possibly be from viiat we know about other parts of the econony 
car by ltying on collection requirements may be worth many time a tho 
gffiny> amount of tire - * devoted to extracting, setting down, and presenting 
all the facts that nay happen to be in a given body of documantSo 

Both methods must be eoplcyod. Until we have systematically 
examined the available material we do not know what can be gotten out 
of it. But the material available was not designed to answer our 
questions, and most be made to bo the servant of our investigation 
and not its master, 

l 
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2, An Irritating feature of tbs Ifethod of Successive 
Apprccxlmtiona is that it nay well involve us in going over the 
flflny * aatorlal several times in search of tbs answers to a series 
of different questions* This is unfarlunato, and can be avoided 
to some ecctent by investing some time in indexing and abstracting 
either by 0/lUi analysts themselves or by on expanded staff in o/CD 0 
If, however, wo p«yninn exhaustively for every implication it contains 
all the material available to us the first time wo stuefcr it, we will not 
complete our investigation for many many months* It is an unfortunate 
fact of life that research by the Method of Successive Approximations 
involves seme waste and some repetition, but it is better than being 
able to produce no answers until 19$ko 

3* The natural instinct of the researcher who has plenty of 
time is to follow the logical process of trying to build up a picture 
of a whole sector of the economy by first getting an idea of each of 
its smaller component parts* Thus the logical way to estimate the 
value of resources used in chemical production is to find out what 
resources are used in the production of each of the many different 
kinds of chemicals. Again this logically involves breaking each 
particular chemical into the quantities produced in each specific 
plant. This suggests that the first step in answering the over-all 
question is to try to identify all the physical producing fa cilitie s 
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and their capacities and rates of oporatloxio In aary cases*, however, 
a first approximation to the segregate figure can be achieved by 
shortcuts -which avoid the necessity of knowing what in detail it is 
made up of# 

Urns one can start, for example, wilh total resources 

engaged in chemical production in the United States, or in the 

war economy of Hazi Germany, as a proportion of total resources # 

One can then consider known respects in which the proportion in 

the USSR must deviate from these examples# Soap is rare in the 

USSR, and every household does not have its DEC spray# Such estimates 
0 

of the -wiide before you know the parts usually have wide margins of 
error, but when current problems are pressing they are frequently 
better than nothing at all. 

ko Finally, for this method to be effective, it should 
ideally he applied not simply to o/RR»s schedule of research produc- 
tion but to that of the Government as a wholQo Our delineation of 
areas of ijpiorance should be on a Gavernaent--wide basis, and our 
production to remedy these weaknesses should be planned in collabora- 
tion with other agencies so that we do not all concentrate on the 
same gaps at once. As the coordinating part of our activities progresses, 
it should be closely integrated with our production so that the Govern- 
ment as a whole may approach more rapidly an adequate understanding of 
the Soviet econoa sy# 



\ 



! 


i 
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IHo Q/RH»s Production Program 

A« Tags of describing our ignorance. 

Task Force I was designed to reveal our major areas of ignorance 
as a basis for planning our future research production program. In trying 
to generalise on -stoat we have learned from -this study* we face tho problem 
that just as there are many ways of classifying knowledge, so there ere 
many trays in which wo can classify areas of ignorance 0 ’*70 can do this in 
terms of commodities, industries, or services about -which our general 
economic knowledge is particularly weak} or ire can consider those aspects 
of our knowledge which are weaker for all commodities than other aspects, 
as for example production, distribution, requirements, stocks, techniques, 
etc. | or wo can consider ttoich of the basic purposes of economic intelli- 
gence we are least well equipped to serve, such as the study of capabilities, 
vulnerabilities, or intentions} or we can look at our weakness in terms of 
the three fundamental aspects of the economic problem described at the 
begin, dug of this paper, namely the estimating of the productive resources 
of the econcny and their capacities, the understanding of the goals and 
objectives which those in control, of the resources wish them to serve, and 
the ways in which the resources are in fact allocated in the service of 
these goals o 

An attempt is made in this section to suggest what seem to be 
some of the most serious weaknesses in our present knowledge as revealed 

*•««*«*» 
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by Task Fores I 0 Each of these weaknesses la drawn freta a different way 
of looking at our problem,, Thus they are not commensurable with each 
other, in many cases they overlap, and hence they do not add up to ary 
single priority principle for determining -what to should do ncxb 0 It is 
inherent in our problem that to require studios based upon a tide variety 
of different ways of slicing that problem into Its pieces. Indood to 
must bo constantly alert for still oilier ways of subdividing the issues 
to be tackled which may threw more light on certain of our questions than 
any of the vray3 to have thought of 30 far. 

It should also be kept in mind in what follows that the generali- 
zations made in this section apply in different degrees to different branches 
of 0/RRo There are certain weaknesses that appear to be generally pravelant 
in much of our work but their relative importance varies widely from branch 
to branch. 

Finally, in planning our work in such a way as to limit the areas 
of ignorance described below we must make full allowance for the research 
and production plans of other agencies,, Since what follows has not been 
discussed outside CIA., our plans will presumably be modified somewhat as 
a result of discussions in the Economic Intelligence Committee as to the 
plans for intelligence production throughout the Government,, 

B 0 The need for more attention to goals , plans, and organisation . 

In most sectors of the economy we appear to knew a good deal more 
about the resources and facilities of the Soviet Union than we do about what 
they are trying to do with those resources and f acuities. Broadly speaking 
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tto believe they are trying to devote then to the increase of their 
military strength, but we cannot go far beyond this master generalization 
into \<hat products and uses they regard as most important, viiat they v&ll 
give priority to in the event of a short~fa21, and why, and what goals 
and objectives will shape the future development of thaif economic program,, 

We have of course a separate branch whose function it is to 
study economic organizations and programs as such, but the effort needed 
in this field is much broader than a single branch can make and much more 
intimately tied in with the problems of each of the other brandies than 
might at first appears 

Superficially the problem of how we go about the study of goals 
and plans is a difficult one 0 The USCR has published five-year plans in 
the past, but there is considerable doubt as to whether they will continue 
to do this in the future,, In any case these plans have contained only the 
broadest sort of production targets, with no analysis of the reasons for 
them or of their relative priority,, In this case, as in maty others, however, 
we can learn much more by indirection and inference than at first appears,, 

In the first place, tlie plans themselves have many implications 
wi&ch need further study. Goals for a series of inter-connected commodities 
such as coal, steel, railroad equipment, etc 0 can be studied to see how the 
pieces fit together and what they imply as to the desired pattern of use of 
resources® 

In t be second place;) we can learn a great deal about the plans 
. rid goals of the Soviets frea the structure of the organization set up to 
% 
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achieve the®. The ministries they* establish*, the brealcdown of functions 
TTithin those minis tries, the distribution of authority between ifosccw 
and regional headquarter^ the kinds of people they appoint to handle the 
various jobs thus defined, can all give u3 much information about what 
they are trying to do, 

Finally 5 as already pointed out, we are helped in this investiga-* 
tion by the fact that everything that happens in the USSR is intended to 
contribute to the central design. The study of all kinds of events can 
thus give us hints which can be pieced together into a picture of what the 
authorities are trying to do with their resources, Diversions of material 
from one use to another, priorities on transportation, marked trends in the 
production of particular commodities, exportations to workers in particular 
areas, and literally thousands of oilier tilings of which news reaches us can 
assist us in putting together the pattern of their economic plans.-, 

This will not emerge automatically, however, from a passive 
examination of the material* Yfe must seek the answers systematically 
by ini tiating special projects on Soviet organization, on Soviet plans, 
and on Soviet goals as revealed in events, This is one field in which many 
of our branches need to concentrate a larger part of their efforts for the 
time being than they have done in the past. 
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g 9 The need for more s ystematic study of Soviet military intentions 
as revealed in econoraic events, 

A related but different weakness is tie lack of adequate attention 
in the past to ec onomi c indicators of the military intentions of the USSR, 
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Yife have been talking above of the general economic goals of the Politburo 
and the elucidation of what they are trying to do with their total resources,. 

We can lode at the same problem from the other end, examine all of the 
alternative courses of military action open to them, and then try to see 
what observable economic events would take place differently today if they 

■ 

were planning one course of action rather than another in the future* The 
evidence to be examined in answering this question will* in most cases, be 
the same evidence we have been examining to estimate capabilities., What 
we need is to establish some machinery for periodically focussing our minds 
on the evidence looked at from this point of view 0 A continuing office 

i 

i 

project designed to do tills is described later* 

Do The need for more studies focussing on the relations between 
Industrie s 0 

i Partly because o/iT. is organised largely by industries, ccssaodities 

and services, there is a tendency for us to concentrate too heavily on 
techniques, facilities, and rates of output in these separate sectors of the 
econcny and to pay too little attention to the tray in which they are related 
to each other* This shows up In the Task Force I papers in the great relative 
weakness of those parts of the papers which call for information on the demands 
of one industry for the products of other industries or sectors (input require- 
ments) and those sections devoted to the pattern of distribution of an industry® s 
output among cither industries or final consumers,, 

This is a particularly serious weakness because it is not unique 
to O/PJl but is common throughout the intelligence community. Other agencies 
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likewise are focussing their attention an individual facilities and their 
productive capacity. As suggested earlier* however, the capabilities and 
especially the vulnerabilities of the Soviet econcay probably depend much 
more on the efficiency of the connections between its parts than on the 
resources available in aqy one sector 0 

Like all of the judgments of this section* this is an estimate 
of relative and not of absolute weakness. Some notion of how much of a 
commodity is produced is clearly a prerequisite to an estimate of where 
that production goes, though in actual analysis it is frequently possible 
to reverse the logic and estimate rates of production from what we know 
must be the distribution. Thus it may be very useful to try to estimate 
the consumption of electric power in the chemicals industry before we have 
firm evidence on either the total production of electric power, plant by 
plant, or the total production of each of the many special kinds of chemicals 
that require electric power in their manufacture. 

There are many ways of getting at an estimate of this kind in- 
directly. One can take parallel experience in a number of other countries 
noting the correlation of this figure vdth ether quantities that can be 
observed in the USSR. One way have information about the general geographic 
location of production and the cliaracter of the power grid serving these 
are- a So Margins of error in this kind of calculation are usually very high 
tut it m^r be possible to set limits on orders of magnitude which bring our 
ignorance about these factors below the level of our ignorance on other 
matters. 

MUWHm 
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There are various ways in which our efforts on inter-industry 
relations can be intensified* In the first place, in basic studies on 
particular industries, commodities, and services, more attention can be 
paid to estimating input requirements and the distribution of output* This, 
however, is not likely to be enough. The evidence on these inter-industry 
problems, from their very nature, can best be assembled by examining both 
ends of the inter-industry pipe 0 This means that the aluminum consumption 
of the aircraft industry is a problem for both the Aircraft Branch surd the 
Non-Ferrous Metals Branch* To insure that a spotlight is turned on some of 
the more important of these inter-industry problems, it is proposed that a 
number of joint projects, each involving two or more branches, be set up 
to make estimates of this kind. 

As the number of sectors of the econony involved in such an inter- 
industry study expands, such a study becomes the appropriate province of 
the Economic Capabilities Branch. A start needs to be made, however, on a 
series of studies each involving only two or throe branches involving the 
pooling of their joint knowledge. A short list of such studies as appear to 
be of the most importance is given below. 

3. The need for further study of the economic requirements of military 
operations . 

Task Force I reveals that ire are almost totally ignorant as to 
the burden placed upon the economy by specific military operations of various 
kinds* In a sense, this is a special instance of the general! point just 
discussed. Military operations can be conceived of as a consuming sector of 
the economy. The relations between military consumption and the industries 
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and services which supply it can be regarded as one of the most important 
cases of inter-industry relations c Here what we need to know goes beyond 
the actual distribution of products and services to military use at the 
present tine and encompasses a study of what that distribution would be under 
various alternative assumptions as to the nature of possible future military 
operations© This clearly is a kind of study to which the military intelli- 
gence services must play a major role© 

We should look to A -2* 02 s and ONI for estimates of the volume 
of military end. items required for and consumed in probable operations of 
various kinds© The burden which those rates of consumption of men,, munitions^ 
weapons* and supplies place upon the producing facilities turning out the 
final military product is a problem which the military intelligence services 
anc ourselves till have to work out jointly© 

in we move farther up the chain of production* relations from 
tanks to parts to steel* from planes to instruments to vacuum, tubes* from 
bomba to TNT to ammonia* wo move into areas where the re sp onsibllity rests 
squarely upo& us© Thus in the field of inter- industry relations generally* 
an especial importance attaches to the relations between industries which 
directly or indirectly serve a final military effort© Our role in the 
analysis of weapons and ammunition should focus especially heavily on what 
it takes to make these things and thus on the implication for the rest of 
the economy of whatever levels of military output the defense agencies tell 
u? axo called for for various types of military operations© 
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The need Tor more attention to 


industries- commodities. 


and services* 


This is discussed in detail in the reports of the separate 
divlsionse Broadly speaking as might be supposed, our principal, caps 
ere in those areas where v/e have hod no analysts available to wile on 
the problem* Several are urgent and outstanding* For example we have no 
satisfactory analyses of the general field of construction of all kinds in 
the USSR* This is important for many reasons* It absorbs a veiy large 
volume of resources, it places a heavy burden on the transportation system, 
it is an important requirement for military installations of all kinds as 
rail as a prerequisite for industrial expansion* 

Another outstanding weakness is in the communications field* The 
technical side of this problem is veil covered by o/Sl but the relations , 
between communications and all other industries are almost untouched* This 
.Includes an analysis of the requirements laid upon the communications network 
of the Soviet Orbit by the needs of the Orbit's economic system as well as 
of the volume and character of Soviet resources required to sustain Jiad 
expand that network* 

Another broad field of serious relative weakness is the analysis 
of the industries producing military equipment, including ships, aircraft, 
tanks, ordnance, and ammunition* As already suggested, aspects of these 
industries arc covered by the military intelligence services* But the burdens 
they place on the rest of the economy and on the otter side, the limitations 
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which the rest of the economy imposes cm capabilities in these fields, 
their vulnerabilities to the interruption of the eipplies they need and 
the Indications of intentions we can derive from their peculiar requirements 
are all natters on which we must put great emphasise 

Qo The need for more infonaation on technical aspects of Soviet 
industry. 

Uany of our estimates of Soviet capabilities and vtslnc rabilitles 
are based upon the assimptlon that they are using methods similar to ours* 

In c deputing iqput requirements for a given output, we must frequently fall 
back on American experience,, let wc know this is in many instances grossly 
misleading* 

The American coal miner produces on the average about four times 
an much coal per day as his European counterpart,, la other respects, Soviet 
techniques may v/ell be ahead of ours 0 Unless we can set limits to the 
possible range of technical methods they may be using, our estimates will 
bo subject to wide margins of error* 

This information is not easy to goto I7e knew or can learn a good 
deal, about pre-war methods, both from the literature and from people who 
participated in the design of their industrial economy,, TT© can,- o£ -course, 
find out what went to the USSR under Lend Lease,, For more recent information 
vp must depend on the visual observations of defectors, prisoners-of-war, 
occasional travelers, and the Hkej on items'- in tho Soviet press, radio, and 
technical publications! on inferences from what vre can. learn about inputs for 
given outputs, etc* TTs must have more studies on Scviei industrial techniques* 
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